Case Study on implementation of CBS 

Part A

The Ahmednagar District Central Cooperative Bank (ADCC) established in the early 1960s has grown to 282 branches in 14 taluks in the Ahmednagar District in Maharashtra. The deposits were around Rs.2900 crore and advances were to the tune of Rs.1700 crore as on March 31, 2009.  The bank has categorized its branches into three classes, i.e. A, B and C.  Branches having deposits of Rs.9 crore and above are categorized as A class, those with deposits of Rs.6-9 crore as B class and the remaining in C class. The bank has around 100 class A branches in the district. The PACS in the district have been attached to the nearest branches of ADCC. The bank extends loans to their customers through the PACS. The PACS are financing to sugar mills and farmers. The sugar mills pay the farmers for supplying raw materials by crediting their accounts with ADCC.  The bank had started computerization in 1990 by installing PCs that helped them to prepare various reports in head office. The computerization process got a boost when the salary processing was done on an in-house developed package. During 1998-2000, branches were put under Total Branch Automation (TBA) solution.  The work became very smooth and reporting system improved to a good extent which provided further fillip to the management to computerize more work areas. However, it was not easy for the bank to adopt such solutions in branches on account of low technical expertise, IT literacy and attitudinal problems in embracing technology. 
The bank recruits staff in clerical cadre with minimum qualification of graduation degree. Therefore the bank embarked on training its branch staff in IT and attitudinal areas. In 2002-03, with the help of a relatively small solution provider, the bank proceeded to implement POS based services for the depositors to enable them to avail door step services. On account of the closure of the vendor company after sometime, the bank could not get technical support for the equipments and the bank was not in a position to provide the door step banking service to its customers because of frequent break down of the systems. This had adverse effect on the bank’s reputation as the print and electronic media covered the incident stating the bank is unable to meet the payment obligation to the depositors. The bank had to finally close down the service as the solution was a proprietary of the vendor.  
After successful implementation of TBA in all branches, the bank was considering implementation of Core Banking Solution (CBS) in select branches i.e. class A branches to provide any where banking and ATM facilities to its customers and to monitor recovery from PACs and for efficient funds management. However, there was constraint regarding connectivity as the branches are located in the fur flung areas and some of the branches are inaccessible. There are no telephone facilities in many places where the branches are located.  Taking the low technical expertise of the bank to run such application and lack of vendor support in such places, the bank is examining various options to implement the CBS solutions in a time bound manner of one year. The management of the bank is also looking for an end-to-end solution including hardware sizing at an affordable cost.
1. Do you agree that the bank should go for CBS at all?
2. If yes, what type of CBS implementation is feasible in ADCC?
Part B (To be given to participants after the discussion on Part A)
The bank had taken the help of MITCON, a Maharashtra Government consulting company to provide them guidance to implement CBS solution in the bank, at least to start with 100 A class branches. As per the consultant’s report and feasibility study, the bank decided to implement CBS on Radio Frequency (RF) network hosted by a VPN service provider. However, to avoid any conflict regarding handling of different vendors for implementation of CBS that requires network integration, data center management, hardware seizing and application service provider, the bank preferred to assign the work to a single vendor for end to end solution. The bank initiated short listing of vendors for the CBS solution and system integration. 
Initially, a few vendors had applied for the aforesaid work. The bank had formed a core team of ten officers headed by a General Manager to short list the vendors. In the process the core team had short listed two vendors as per the technical and financial terms. The two vendors were asked to implement the solution in two different branches on a pilot basis. The bank had decided to place the order for core banking application with the vendor who could successfully implement in one pilot branch with maximum functionality within a minimum time. After successful pilot implementation in the selected branches, the bank selected DataVision as its system integrator for the core banking implementation as per the criteria stated in the RFP. As a system integrator, DataVision was expected to provide core banking application software to the bank’s 100 branches and hardware for 200 branches. The project was started in the month of October 2008, beginning with the gap analysis of application software jointly by the vendor and a select team of officials from the IT and operational areas of the bank. Delivery of hardware components and the gap analysis along with the user acceptance of the application software were completed in parallel. After setting up the datacenter and user acceptance of the solution, implementation of core banking for all branches was started in Feb 2009. By September 30, 2009, CBS was operationalised in 86 branches of ADCC Bank in 8 months’ time after the pilot implementation of the accepted solution in a few sample branches. 
As per the MITCON report, the bank made a policy to opt for the Linux based operating system on PCs and servers. Linux being an open source the bank had expressed reservation to implement as they may not get adequate support. However, finally they could implement it by paying nominal fees to Red Hat Linux for support. As per the bank’s policy, all PCs are being replaced once in a five years by availing extended warranty on the desktops so as to avoid AMC for hardware. The bank has calculated cost benefit analysis for such decision on the basis of tax benefit accruing to the bank on depreciation amount each year as the appropriation time is only three years on computers. 

The bank has engaged M/S Tulip, a Mumbai based VPN service provider having presence in the Ahmednagar district to provide RF based WAN facility for networking of branches. M/S Tulip is a service provider having tie-up with Reliance network. Regarding efficiency of the RF network, Shri K.B.Bhingarkar, DGM of ADCC told that there are some deficiencies during the rain seasons. Therefore, some of the major branches have been connected with optical fiber to the VPN service provider’s network. The bank has also installed the software on a PC (converted to server having JVM and Oracle Express free edition – maximum 4 GB data capacity) in every branch where the account balances gets updated on real time basis from the balances files of the CBS data server. Whenever there is a connectivity issue, the branch works on the branch server. The transactions and balances at data center get updated once the connectivity is re-established.  The system is working satisfactorily.  The bank pays Rs.35,000/- per 128 kbps RF connectivity charges per branch per annum to M/s Tulip. The CBS license per branch is Rs. 2.5 lakh. 

The data center of the bank is located in the first floor of the bank’s own premises in 500 sq. ft area. The server room of 100 sq. ft area has been carved out which houses two racks for servers and switches. The server room has biometric access control system and FM200 based fire suppressing system. The 2 X 20 KVA UPS with redundancy mode has been installed adjacent to the server room with glass partitions. The temperature of the DC is maintained as per the standard using specialized AC system. The two application servers and two database   servers have been configured under active-active redundancy mode.    One server is dedicated for reports generation with JBOSS freeware implementation. One additional server named “Line Down Server” has been placed to continuously update the branch server data.  The server capacity evaluation has been done taking transaction data of 200 branches for five years. The DC has fiber optic cable connection to the nearest TULIP’s VPN that is riding on Reliance Fiber cable network backbone to avoid any failure in connectivity on account of RF network failure. The DC has a 32 port D-Link switch and a CISCO 3600 router having integrated connectivity of RF and fiber cable.  Presently, the data center is working from 8 a.m. to 8 p.m on working days as there is no ATM installed that need to work on 24 X 7 basis. The ADCC has not set up any DR site so far. The data is being backed up on tapes and kept in the head office located at another location in the same city. The bank is in the process of establishing connectivity to PACS and the necessary trainings have been imparted to the secretaries of PACS for financial inclusion. The bank has received funds from the NABARD under FITF amounting to 75% of the cost of actual implementation of 3 years’ plan for FI. The bank arranged IT awareness training for all staff members for eight days at a time in batches to bring in the awareness and attitudinal change towards implementation of CBS.  The training programmes to branch managers and officers of branches of ADCC that are going on for CBS are being given in the data center adjacent to server room to have a feel of the CBS environment.   
This case study can be administered for the officers of the banks that are intending to go for implementation of CBS. The participants need to assess the risks and cost benefit analysis before deciding the strategy. The participants of the banks who have already implemented the CBS can decide on escalation and evaluation of their CBS implementation with respect to hardware and network sizing.  

